Follow up to the European Parliament resolution on developing a sustainable European industry of base metals, adopted by the Commission on 23 March 2016
1.
Rapporteur: Edouard MARTIN (S&D/FR)
2.
EP reference number: A8-0309/2015 / P8_TA-PROV(2015)0460
3.
Date of adoption of the resolution: 16 December 2015

4.
Subject: Developing a sustainable European industry of base metals

5.
Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE)
6.
Brief analysis/assessment of the resolution and requests made in it:
The European Parliament confirms in the resolution all EU commitments to sustainability and the fight against climate change, while making a strong case for supporting the EU base metal industry, in particular by levelling the global playing field.

Policy recommendations:

The resolution analyses the situation of the base metal sectors across all relevant policy areas and contains recommendations on most of them; most significantly, the resolution:

· stresses the adverse effect on investment of the high energy prices for EU producers in comparison with their international competitors, and stresses that without investing the performance of the EU industry cannot improve also in environmental terms;
· underlines the importance of the long-term supply of electricity to the sector, which struggles to match long-term investments with contracts of a similar length;
· advocates strong R&D and investment support to improve the environmental performance of the EU industry, including the earmarking of revenue from the EU Emissions Trading System (ETS);
· calls for more harmonised compensation of ETS indirect costs; currently some Member States compensate generously, some in a limited way, and most not at all (the ETS revision proposal contains only an encouragement to Member States to do more);
· calls strongly for a border adjustment measure based on the carbon content of each product in order to create a level playing field for EU producers on the international markets;
· encourages the Commission to practice a more "flexible and responsive" trade defence policy.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission fully shares the resolution's call for a strong industrial base and the need of a thriving base metal sector as its cornerstone. The base metal sector, namely, not only supplies vital inputs to many industries, but is also so deeply integrated in the advanced value chains which are the backbone of a modern industry that its health is a prerequisite for the well-being of many other sectors as well.

With regard to the topic of energy, the Commission is taking decisive action. The creation of an Energy Union is an absolute priority, and it is set to benefit energy consumers, as it aims to ensure that the EU has energy that is not only secure and sustainable, but also competitively priced and affordable. This will happen via a fully-integrated internal energy market that will provide enhanced access to energy and stimulate competition, and thus benefit in particular the consumers of vast quantities of energy that are particularly sensitive to high energy prices. In order to address the current challenges of the energy market, a redesign of the European electricity market is envisaged as one deliverable under the Energy Union strategy. The replies of stakeholders to the consultation on the new energy market design are being carefully considered, including the issue (most relevant to the base metal industries and highlighted in the resolution) of the long-term supply of electricity though contracts of a similar duration to the investment cycle. The Commission is confident that these efforts related to the issue of energy will encourage investment and innovation in energy-intensive industries, as will the implementation of the European Fund for Strategic Investment (EFSI) that specifically targets the investment gap; it should be noted that one of the first projects approved for financing under the EFSI belongs to the base metal sector.

With regard to the points related to the EU ETS, the Commission has submitted its legislative proposal for the revision of the EU ETS to the European Parliament and the Council. It should be noted that the Commission proposal supports low-carbon innovation. By establishing an Innovation Fund, it extends existing support to first-of-a-kind investments in low-carbon innovation for energy-intensive industries, in addition to investments in renewable energy and carbon capture and storage. Namely, some 400 million allowances − representing up to around EUR 10 billion when sold − will be reserved from 2021 onwards for this purpose. Additionally, 50 million unallocated allowances from Phase 3 will be reserved to enable the Fund to start before 2021, and support innovative projects. The proposal also includes specific provisions for manufacturing industries at risk of relocating their production outside the EU. In addition to the continuation of free allocation, the Commission recognizes that the current system has led to different levels of compensation for indirect carbon cost across Member States. Member States have the possibility to compensate for indirect carbon costs, in conformity with the EU's state aid rules. Concerning financial accounting and transparency, the Commission recalls that, according to the Monitoring Mechanism Regulation (Regulation (EU) No 525/2013), the Member States are required to submit to the Commission information on the use of revenues and, in accordance with the ETS Directive (Directive 2003/87/EC), an annual report on the application of the Directive under these aspects. The Commission has also committed to publish a report on the basis of the Member States reports, as well as to report on the functioning of the European carbon market.

With regard to the issue of the supply of raw materials, the Commission is committed to secure reliable and unhindered access to raw materials via both primary and secondary production, and will consider carefully the recommendations of the resolution in the implementation of the Raw Materials Initiative and of the Circular Economy package recently adopted. Concerning the call to secure strong provisions on trade distortive raw materials practices in the EU trade agreements, the Commission, in its November 2015 Communication entitled "Trade for All: Towards a more responsible trade and investment policy", acknowledged the contribution of trade agreements to an improved EU access to raw materials and committed to propose an energy and raw materials chapter setting rules on non-discrimination in each trade agreement. Concerning the need to monitor markets, the Commission will shortly publish the first Raw Material Scoreboard in the context of the European Innovation Partnership on Raw Materials as part of the monitoring strategy of the Circular Economy Package. The Scoreboard will give information on the raw materials policy context at EU and Member State level, including indicators on production, imports and exports of primary and secondary raw materials, on recycling and material flows in the circular economy and on the sustainability and competitiveness of the sector.

With regard to the topic of skills, the Commission is working on an Agenda for Skills, and stresses how in addition to the horizontal initiatives in the area of education and training that are common to all sectors, the EIT (European Institute of Innovation and Technology) Raw Materials that has been set up as a Knowledge and Innovation Community (KIC) targets the specific education and training needs of the raw material sector across the whole raw materials value chain, including via a strong lifelong education component.

With regard to a more flexible and responsive trade defence policy, the Commission is committed to make full use of trade defence instruments to shield the EU industry from unfair competition in the respect of the procedures and legal requirements. The Commission will open an investigation on every product, including the ones of the base metals industries, for which it receives a complaint which contains sufficient evidence of dumping and/ or subsidisation causing injury to the European industry. Indeed, the Commission is aware of the particularly difficult situation of the steel sectors, as proven by the fact that there are 42
 definitive measures in place on imports of steel products. In this context, the Commission is also willing to consider opening investigations based on the "threat of injury", even if the legislative requirements for a case based on threat of injury are demanding. The Commission is also ready to proceed to registration of imports in investigations with a view to retroactive application of duties where this is warranted and the legal standards are met
. Registration of imports could ensure that the situation of the European industry does not deteriorate further during the investigation and prior to the imposition of any provisional measures. On the other hand, the Commission does not consider opening cases on an ex-officio basis a generally positive solution, as this still requires the existence of sufficient evidence that can only be furnished by the industry, which is in the best position to know the state of the market and the effects of imports; thus this path is not likely to lead to gains in terms of time. As regards imposing measures more quickly, the Commission is aware of the importance of timing for the industry, but underlines that it has to operate within limited resources and the constraints imposed by a legal process subject to scrutiny not only by the Member States, but also the Courts and in some instances the WTO; time is needed to ensure that any action taken is in line with the legislation and international obligations. The Commission is convinced that the adoption of its proposal on the modernisation of Trade Defence Instruments would greatly help to streamline and expedite their operation, and benefit all stakeholders.

The Commission takes note of the position stated by the resolution on the recognition of the market economy status to trade partners: "recognition of market economic (sic) status to state-run or other non-market economies without reference to their actual functioning would undermine trade defence instruments and have a severe impact in terms of competitiveness and employment"; it is very much aware of the importance of this issue for the base metals industries and will analyse all relevant elements before taking a formal decision on this subject. The Commission is conducting an in-depth impact assessment. A public consultation has been launched, and a stakeholders' meeting will take place in March.

With regard to the call by the resolution on the creation of a border adjustment measure based on the carbon content of each product in order to create a level playing field for EU producers on the international markets, the Commission stresses that the option was already considered (particularly in the Commission Communication COM(2010) 265 final and the accompanying Staff Working Document SEC(2010) 650), with the conclusion that such measures, while possible, should not be implemented at this stage. The implementation of border adjustment measures would namely be extremely challenging, as it is difficult to determine the carbon content of imported goods, as well as to ensure compliance with WTO rules. Border measures are also likely to lead to retaliatory reactions from trade partners. The Commission has concluded, as reflected also in its proposal to review the EU ETS Directive, that the most suitable way to address carbon leakage is to provide free allowances to industries exposed to international competition. At the same time, the EU remains committed to establishing a functioning global carbon market.
---------------

�	30 anti-dumping (AD) measures, 3 anti-subsidy (AS) measures and 9 circumvention measures. 22 of these measures affect steel imports from China (13 AD, 1 AS, and 8 circumvention). In addition, 6 new steel cases are on-going (investigations).


�	The Commission has recently started registration of imports of cold-rolled flat steel from China and Russia (since 12.12.2015) and concerning high fatigue performance rebars from China (since 19.12.2015).





4

